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Phe April let “Agrieultursl Gituation’ pointe to a prospect ive 
‘ineroase in incone | log of livestock and their products for the 
‘firet half of 1936 | pm offset the decline in ¢rop sales, in 
addition, rentel and benefit paysente are expected to bo at least double 
the 149,000,000 paid during the initiel half of 1934. On this basis | 
the diminution in farm buying poser showld be emall end business in rural, 


sections well maintained, 


Urben consumer inecme reached new highs on the recovery in Jenuery 
and again in February, The March figure {not shown on accompanying chart) 
is estimated the suse ae in January, xcept for the September, 1934 re~ 
action, when 4 cotton textile strike wes in offect, purchasing power of 
urban cou@umer income haa remained virtually flat, at about 90 por cant 
of the 1924-9 average since January of Last year, ‘Thun the Inoreace in 
non-farm income has kept pace with increases in the coat of living, not- 
withstanding an apparent widespread belief to the contrary, 


Food prices have remained remarkably stable in revert weeks, 
advances in moat and vegetable prices having been offset by seasonal 
declines in dairy and poultry producta. Sines other slements in the cost 
of living ordinarily move slowly thie aeans thet living soete have advanced 
Little if any since February and are still substantially below the 1¥S1 


‘Phe index of food prices is still sane 14 per cont below ite prewar 
relationship to the total cost of Living. Simflerly, in Maret, the farmer's 
siare of consumer expenditures for living (Retio of farn prices to urban 
cost of living index) was &¢ per gent below the 1910-14 average. Albowance 
for processing taxes raises the ratio to 8S per cent of the prewar average. 


Though farm prices have nct yet edvenced mfficiently to re-establigh 
the prewar relationship to prices farnersa'pay, the rise in whdlesale prices 
of farm and food products hae been much sherper than for the non-agricultural 
group. This situation oan but be aidverse te industrial activity in conmmer 
gools lings, unless seceleration of activity in the heavy in@ustries is 
sufficienty to prevent a relapse in purchasing power of urban cohousers, 
The improved position of the farmer, of ecuras, tends te bring about such 
improvenent in the hénvy linee, The possibility that the legend capital 
goods lines aay finally be abuking off this lethargy.is found £5 sustained 
improvenent in exployment ant payrolla in the heavy industries aince last. 


Novenher and faing elgns of revival in building, 


we 


During the yeer 1934 approximately 90 per vent of the world's in- _ 
in devalued doliars were: world, $1,575 million; United states, §1,419 _ 
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the start of the current year ~ over 86 por cent of the total for the 60 
counter! os covered by Federal Reserve Reporta, 


Concentration of guld reserves in an important export nation is 
not conducive to an early and orderly recovery in world trade, It ie 
well, however, to consider thet our piling up of gold reserves is not 
the impediment to tradé it would bo worse it at the expense of a eo 
vonponding reduction in aggregate outelde stoeks, Nonetheleas, a re- 
distribution would be favorable to world-wide betterment in economic | 
comitions, Thugifar no signs have aypoared that such redistribution ie 
in icmediate prospect; in fact, the inflow of gold for the first two 
months of 1955 (¢276,000,000) was at an annual rate in excess of the 
ontive 1934 inerement in the world's soneteary gold stock. ‘The heavy 
inflow hee continued as indicated by receipt of $01,000,000 in one day 
laet week by the Kew York Yedoral Reserve Bank. 


Though we heave indicated a willingness to give up sose of our 
gold (a omall amount hes been traded for silver) so long os currency un~- 
certainties mong the gold blec countries continue and wer clouis darken 
the uropean picture, the balance of gold movement will grobably be in 
ow direction. In the senntime, pressure on international prices will 


Ia this connection, it is intersating to note that wholesale 
commodity prices in terme of gold, according to Norman Crump’s index, 
were at a new low in the United Kingdom in Hareh of this year (62 per 
cent of the 1951 averages). Likewise gold prices in Japan and France, 
according to latest reports, were at the approximate low pointe to date. 
In the United States, recovery, fren the low of April 1934, ascuntse to 
about 9 per cent. The relatively favorable showing for the United States 
is due largely to effects of voluntary crop artailmest through offorts of 
the Agricultural Adjustment Administration, am iuvoluntary tgon: 
bocmuse of the drought. The gold price of wholesale commodities other than 
foods is Lower than prior te doller devaluation. x 


The unfavorable econonic effect of uaintaining a free gold standard 
in feee of continued recession in prices is apparent in Prones where tho 
index of inlustrial production is almost as low as in mid~19S2 whereas 
recovery in England ani the United States has been substantial, I+ appears 
all but ineviteble thet sae sort of devaluation will eventually be necessary 


in most if not all of the Zuropean countrive now meintéining » freo gold 
standard, So long as this in delayed thé. conditions favorablé to intes= 


national .currency stabilization --establishment of stable relationships in 


foreign exchange rates and commodity prices - will be absent, 

_ Xt is not necessarily contradictory to esoume thet whereas devaluation 
was advise’ \s, in order to break the dowmward spiral of domestic prices and . 
stop the devastating effects of continued deflation of property values, — 
ourrency Stabilization will also prove demiteble. , 


vt ‘The assurances offered by stabilization under the existing plethora 
of money in the bende of finaneial institutions would eurely result in 
liberalisation of loaning policies. Also the sstablishwent of stable re- 
Lationships in prices would remove the most obvious ceuse behind the as~ 
tablishnent of international trade herriers - widuly high import tariffe. 
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The effect of trade barriers on internetional trade is well. 
illustrated by the secompanying chart "World Production and trade”, 
Thies shows that there has been practically no recovery in such arede: 
despite a 19352 to 1934 increase in productive activity of 11 ser cent 
(the average for primary production and industrial output). The ratio - 
ef the index of volumeof international tradié to productive wetivity 
continued to deéline in 1954, losing 4:4 per cent. 


7 i nh our own cane, industrial product ion increased over 2% per 
cant ftom 1952 to 1984, whereas the inereasgin volume of foreign trade . 
lbs to only G per cent. | 


. tr ‘agricultural ‘products exports pe the year outed Last Fils 
vere at 6S per gent of the 1910-14 average ~ a decline from 86 in 19% 
end 96 {mn 1952, 


The decline hus ¢gontinued as evidenced by redueticrwin Febreary 
| ® 28 compared with the same nonth of 1934 as follows: wheat 
ani flour 68 per cont; leaf tobacoo 14 per cent; pork products 54 per” . 
gent; fresh applea 21 por cant 5 and eotton oe per cent, 


., Te Le apparent fran the foregoing facts that Cities fiona trate 
is not reflecting the tuprovenent ia world production. Hencs the need for” 
negotiation of trade agreements removing, # fur as pognible while monetary” 
uncertainties continue an adverse factor, the varriers to the free tlow of 
gooda in international ccmmrce, ay . : 


The racent tuable in interest rates which carried the “official” 
eall rate to am sil time low of 3 of one per cent has sleo been reflected 
in downward revisions in rates on time loens, bank bills and prime comercial 
paper, ‘This lends farther emphasis to the glut of loanable funds held by 
the country's banks, Already the Pederal Government hes been able te 
arrange for replacement of high interest bearing securities with new isaues 
at sevings sufficient to bring the total debt servics to a figure below thet 
of 1925 when the debt was only 21 billion dellers ae compared with 29 billion 
now. Corporations are aleo beginning to take advantage of reduced interest 
rates by refunding existing indebteduess at substantial savings in wervice — 
charges, This {9 a rather effective method ef redistrébution of incone, 


Sugh rates as one por cent on prime commercial dcans and ozel i , 
fractions of one per cent on call loans and bankers bille ean but reflect 
an active dosire of banks to get their idle funde to work. Of course, 
have hed a eredit situation which apparently justified a revival in 
eommercial loans for many mouths, but with ne effect, The twelve Federal 
Reserve Danke now report a reserve ratio of better then 72 per cent, with 
gold holdings alone above 69 per cent of note and deposit liabilities, 
Certainly it ia but a step fran the scramble to loan on the best of riske 
at practicelly nil to a willingness to expand leane through ordinary 
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The three months mmving overage of contract awards turned acterately 
upward in March, despite « further recession ta publie works and utilities, 
Though the asount of recovery has aot becn great and the length of tine which 


«dt has been in evidence is short, improvement in the private entegories my 


very well prove of ore fundamental significance than the periodic apurt 

., Whtoh was brought ebout during the lest half of 1933 through the Sovernment 
sponsored building program. Ghould the gains which have appesred continue 

_ and additional impetus be afforded later by use of the new & billion doll ay 
Federal fund, « reel push toward general recovery would result. xeept for 
public works, conetruetion has at no time been a factor in recovery thua 
Ter» Coincident with this up-turn in construction the Merch Mmport of the 
Laber Departgent shows the fourth consecutive monthly inerengse in exployueht 
end payrolls in the durable cooda industries, 


in the February Graphic Review attention wae called to an apparéentins 

sf heaitation in the advance of business whieh had been in evidence since 
September, 1954 md to the fact that e relapse cénmusing as much time as - 
other recent ones would last until July. According to the Now York Tinea 
Weekly index of business, the high far that reqotery com in the week ending 
Vobruary 2, 1936, There eo yet appeers no reseon to sewume that the moderate 

@ecline which hae since cecurred is over, However, with steel m11) operations 
- Regimiing to shor signs of stability, automobile production continuing at a 
high rate, some mecoleration apparent in building activity, retail sales oon- 
tinuing to expand, urban consumer income at a new high on the recovery, and 
progpéets for some effect of new Federal appropriations in prospect within 
8 few months, the chances of a renewed advance in business efter the present. 

luli @ppear good, es a 7" 


"the atrong upward movement in stock prices which has cecurred over 

the past month is no doubt predicated on expectations of better business ahoad. 
“the participation of utilities and rails in this advance, after many months of 
 ‘leggard aetion of these groupe, should Laorove investusnt sentiment and could 
pave the way for # more sustained advance than has boon witnessed since the 
one which culminated in February of last year, 


Some important statistical indicators of pricen and econonic act iwity 
ore presented below: 
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Major Food Items 
1929-35 
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